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The Medicare Payment Advisory Commission (MedPAC) is an independent federal body

established by the Balanced Budget Act of 1997 (P.L. 105–33) to advise the U.S. Congress

on issues affecting the Medicare program. The Commission’s statutory mandate is quite

broad: In addition to advising the Congress on payments to health plans participating in the

Medicare�Choice program and providers in Medicare’s traditional fee-for-service program,

MedPAC is also tasked with analyzing access to care, quality of care, and other issues

affecting Medicare.

The Commission’s 17 members bring a wide range of expertise in the financing and delivery

of health care services. Commissioners are appointed to three-year terms (subject to renewal)

by the Comptroller General and serve part time. Appointments are staggered; the terms of

five or six Commissioners expire each year. The Commission is supported by a full-time

executive director and a staff of analysts, who typically have backgrounds in economics,

health policy, public health, or medicine.

The Commission’s work is organized around an analytic cycle that begins in June, when

Commissioners meet to discuss the analytical issues and policy questions they wish to

address in the coming year. Over the summer, the Commission staff translates the results of

that discussion into a research agenda. In September, the Commission begins a series of

monthly public meetings to discuss the results of staff research and to formulate

recommendations.

Two reports—the primary outlet for Commission recommendations—are required by statute

to be issued in March and June each year.  Over the next two years, the Commission also will

publish additional reports on a variety of subjects, including payment for care in rural areas,

as required under the Balanced Budget Refinement Act of 1999. In addition to these reports,

MedPAC advises the Congress through other avenues, including comments on reports to the

Congress and proposed regulations issued by the Secretary of the Department of Health and

Human Services, testimony, and briefings for congressional staff. This volume fulfills

MedPAC’s requirement to submit an annual report to the Congress on Medicare payment

policy.
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This report was prepared with the assistance of many people. Their support was key as
the Commission analyzed issues and worked toward consensus on its recommendations.

Despite a heavy workload, staff members at the Health Care Financing Administration
were particularly helpful during preparation of this report. We thank Ned Burford and
staff in the Enterprise Databases Group, Dana Burley, Dan Driscoll, Paul Eggers, Kim
Elmo, Frank Eppig, Joanne Francy, Maribel Franey, Pam Frederick, Mark Freedland,
Dave Gibson, Joel Greer, Tom Hoyer, Bob Kuhl, Clare McFarland, Daniel McGrane,
Ann Meadow, Chris Molling, Sue Nonemaker, Parashar Patel, Stephen Phillips, Carolyn
Rimes, J. Donald Sherwood, Kim Skellan, Sarah Thomas, Armen Thoumaian, Bob
Wardwell, Laurence Wilson, David Zanardelli, and Carlos Zarabozo.

The Commission also received valuable insights and assistance from others—in
government, industry, and the research community—who generously offered their time
and knowledge. They include Nancy Allen, Richard Averill, Brett Baker, Anil Bamezai,
Stephanie Bernell, Tom Bradley, Cindy Brown, Betty Cornelius, Louis Diamond, Brian
Ellsworth, Kurt Gillis, Marsha Gold, Michael Hadad, Gary Hart, Robert Hurley, Ed
Kalman, Derrick Latos, Korbin Liu, Barbara Manard, Sharon McIlrath, Clyde Morris,
Malcolm Morrison, Ira Moscovice, Keith Mueller, Patricia Neuman, John Newman,
Wayne Nix, Margie Odle, Dena Puskin, Richard Rettig, Mark Segal, Cathy Sullivan,
Deborah Williams, and Carolyn Zollar.

Once again, the skilled programmers at Social and Scientific Systems provided highly
capable assistance as Commission staff analyzed data. In particular, we appreciate the
hard work of Valerie Aschenbach, Tom Bell, Chris Brady, Daksha Damera, Deborah
Johnson, Pal Khera, Jeff McCartney, Carl Newman, Charles Thomson, and Arlene
Turner.

Finally, the Commission wishes to thank Kelley Albert, Anne Brown Rodgers, Nancy E.
Volkers, and Myra J. Humphries for their contributions to the design, organization, and
editing of this report. ■
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